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Nonfarm employment continued its road to
recovery in 2013

In 2013, U.S. nonfarm employment trended up, continuing
the lengthiest employment recovery in the Current
Employment Statistics (CES) survey’s history. This article
uses CES data to discuss how private and public industry
employment, hours, and earnings changed over the year
and compares these changes with those of the prior 2
years. Not surprisingly, the greatest number of jobs added
in 2013 were in private service-providing industry sectors.
Some goods-producing industries—while not the largest
contributors to total nonfarm employment—accelerated job
growth markedly over the year. Meanwhile, many other

industry sectors continued to slowly but steadily add jobs or
began to recover those which had been lost in previous
years. Positive industry employment trends generally
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over the year.
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recover in 2013, according to data from the Current Employment Labor Statistics.

Statistics (CES) survey.! The economy added a total of 2.3

million nonfarm jobs, averaging 194,000 per month, similar to

increases in each of the prior 2 years (see figure 1). Most major

industry sectors saw employment gains over the year, with many of the largest 2012 contributors to nonfarm job growth

having similar increases in 2013.
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Figure 1. Over-the-month change in total nonfarm employment, seasonally
adjusted, January 2011-December 2013
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Figure 2, Total nonfarm employment indexed to employment peaks, 1943-2013,
seasonally adjusted
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Employment recovery continues in 2013
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The 2008-2010 employment downturn, with 8.7 million jobs lost, was by far the most severe in magnitude since the inception
of the CES survey (also referred to as the establishment survey) in 1939. In relative terms, employment fell by 6.3 percent, a
decline second only to the downturn during World War II (see figure 2). From November 1943 to September 1945, payroll
employment fell by 10.1 percent, representing 4.3 million jobs lost; the subsequent recovery took 12 months. In contrast, the
current employment recovery has been the longest in the history of the CES survey—46 months and counting at the close of
the 2013. To put this time span into perspective, the second longest employment recovery lasted 21 months after the

employment downturn that ended in May 1991.

Economic indicators, hours, and earnings

CES data serve as principal federal economic indicators. Gains in employment, hours, and earnings indicated steady economic
growth in 2013.

Total nonfarm employment and aggregate hours (the product of employment and average weekly hours) tend to coincide
closely with business cycle peaks. Temporary help employment and manufacturing average weekly hours often lead business

cycle turning points.

Temporary help services employment grew by 8.9 percent over the year, compared with 6.3 percent and 6.7 percent in 2012
and 2011, respectively. Economic theory suggests that business establishments wary of future economic conditions are more
likely to purchase labor through temporary help firms to meet short-term fluctuations in demand than hire permanent
employees, and that they hire permanent employees only after they are more confident that demand for their products or

services has increased (see figure 3).

Figure 3. Total private employment and temporary help services employment,
seasonally adjusted, January 1990-December 2012
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The average workweek of all employees, at 34.3 hours in December 2013, edged down by 0.1 hour over the year. Combining
employment growth and relatively flat average weekly hours, the index of aggregate weekly hours continued to trend up over

the year (+1.8 percent). The workweek for manufacturing production employees, a leading indicator, increased by 0.2 hour to
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41.9 hours in 2013, while the manufacturing workweek for all employees edged up 0.1 hour to 40.9 hours. Manufacturing

overtime hours edged up 0.2 hour over the year.

Average hourly earnings of all employees increased 1.9 percent over the year. Aggregate weekly earnings (the product of

employment, average weekly hours, and average hourly earnings) rose 4.0 percent in 2013.

Aggregate earnings are an input into personal income, a component of Gross Domestic Product. Gross Domestic Product

increased in real terms over the same 12-month span.”

In 2013, the rate of growth in average hourly and weekly earnings outpaced inflation as measured by the Consumer Price

Index for All Urban Consumers.> As a result, real earnings for all employees rose over the year.

Industries with the largest job gains in 2013

Figure 4. Distribution of private sector employment gains, seasonally adjusted,
December 2012-December 2013
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In December 2013, the 12-month diffusion index for private sector employment stood at 70.5, indicating that job growth was
widespread among industries. An index value of 50 or more indicates that more industries are adding jobs than losing them.
Over the year, private sector employment increased by 2.4 million (+2.1 percent); this increase was similar to the prior year’s
growth. About three-quarters of the gain occurred in four major industry sectors (see figure 4 and table 1), three of which—
professional and business services, leisure and hospitality, and education and health services—also contributed the largest
number of jobs in 2012. Another major contributor to the total private employment gain in 2013 was retail trade, which added
more jobs than education and health services over the year. Combined, professional and business services, leisure and

hospitality, education and health services, and retail trade make up about half of total nonfarm employment.
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Table 1. Annual employment changes in selected industry sectors, seasonally adjusted, 2011-2013

12-month percent
12-month change in level (in thousands)

Industry change

2011 2012 2013 2013
Total nonfarm 1.6 1.7 1.7 2,331
Total private 2.2 2.1 2.1 2,365
Mining and logging 134 23 36 31
Mining 140 23 36 29
Construction 26 20 27 156
Residential building 30 26 71 42
Residential specialty trade contractors 24 29 49 74
Manufacturing 1.8 14 0.7 88
Durable goods 3.2 1.9 1.0 76
Wood products -0.7 3.0 3.6 12
Motor vehicles and parts 76 75 53 42
Nondurable goods -06 06 03 12
Wholesale trade 2.4 1.7 1.7 99
Retail trade 19 10 23 345
Motor vehicle and parts dealers 34 25 36 64
Food and beverage stores 09 21 3.0 86
Financial activities 0.6 1.2 09 74
Professional and business services 34 32 37 677
Professional and technical services 3.1 30 26 204
Computer systems design and related services 60 56 37 62
Management and technical consulting services 59 45 54 62
Administrative and waste services 34 30 52 423
Temporary help services 6.7 6.3 89 228
Education and health services 18 24 16 338
Health care 1.7 1.9 1.4 203
Ambulatory health care services 27 29 28 178
Hospitals 1.2 09 0.0 -1
Nursing and residential care facilities 0.6 15 0.8 26
Social assistance 06 68 33 104
Leisure and hospitality 29 32 32 454
Arts, entertainment, and recreation 1.4 3.1 4.3 86
Food services and drinking places 33 36 34 340
Government -14 -03 -02 -34
Federal, except U.S. Postal Service -0.1 -04 -31 -69
U.S. Postal Service 44 -26 -16 -10
State government -1.8 02 03 14
Local government -1.3 -03 0.2 30

Source: Current Employment Statistics data, U.S. Bureau of Labor Statistics.

Business-driven employment gains
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Professional and business services added 677,000 jobs in 2013, growing at a slightly faster pace than during the prior year. By
October 2012, this industry sector had recovered the number of the jobs it had lost between December 2007 and August 2009.
As 2013 came to a close, employment in professional and business services had expanded to 791,000 above its prerecession

employment level.

Within the sector, temporary help services contributed about one-third of the 2013 employment gain. Employment growth in
the industry accelerated to 8.9 percent over the year (see figure 3). The other major contributors to employment gains within
the professional and business services sector occurred in services to buildings and dwellings, in computer systems design and

related services, and in management and technical consulting services, which each added about 60,000 jobs over the year.

Computer systems design and management and technical consulting lost relatively fewer jobs during their recent employment
downturns, 2.2 percent and 2.8 percent, respectively. Moreover, these two industries have been among the fastest growing
within professional and business services since the end of the recession. As a result of the robust recoveries in these industries,
the number of computer systems design and management jobs and technical consulting services jobs were back up to their

previous highs by July 2010 and November 2010, respectively, and continued to expand through 2013.

Consumer-driven employment gains

Employment trends in retail trade and in leisure and hospitality often coincide with consumer demand, income, and
expectations for the future. Several economic statistics related to the consumer indicated economic growth and improved

confidence in 2013. Among these positive indicators were a 10.8-percentage-point increase in the Consumer Confidence Index

over the year and growth in disposable personal income and retail sales (see table 2).*

Table 2. Percent changes in select economic indicators, 2011-2013

12-month percent

2
Select indicators(?) change(?) 2013 level®

2011 2012 2013

Real Gross Domestic Product 1.8 2.8 1.9 $16.0 trillion
Consumer Price Index for All Urban Consumers 3.0 1.8 1.5 234.6
Retail sales(®) 6.1 4.9 3.7 $382.6 billion
Disposable personal income (2009 chained dollars) 24 2.0 7 $11.7 trillion
Consumer Confidence Index 14 1.9 10.8 77.5
New home construction starts 28.8 41.6 6.6 1.0 million
Housing Market Index 5.0 26.0 10.0 57.0
Residential construction spending 8.4 20.0 18.3 $353 billion
Real federal consumption expenditures and gross investment -2.6 -1.4 -5.1 $1.1 trillion
Real state and local consumption expenditures and gross investment -3.6 -7 -2 $1.7 trillion
Real personal health care expenditures 2.7 2.7 2.2 $1.8 trillion
Notes:

M All data except for retail sales and indexes are seasonally adjusted annualized rates.

2 percent changes in real gross domestic product, disposable personal income, and government real consumption expenditures and gross investment, and
real personal health expenditures are annual average percent changes as calculated by the U.S. Bureau of Economic Analysis. Percent changes in Consumer
Price Index for all urban consumers, retail sales, new home construction starts, and residential construction spending are December-to-December percent
changes. Changes in the Consumer Confidence Index and the Housing Market Index are December-to-December 12-month net changes.

See footnotes at end of table.
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(3) 2013 level is the December 2013 or 4th quarter 2013 estimate of the selected indicator, depending on whether the indicator is released on a monthly or
quarterly basis.

(4) Retail sales exclude food service and drinking places.

Sources: U.S. Bureau of Economic Analysis, U.S. Census Bureau, The Conference Board, National Association of Home Builders, and the U.S. Bureau of
Labor Statistics, with author's calculations.

Leisure and hospitality employment increased by 454,000 in 2013, a gain similar to that in the prior year. By December 2013,
employment in the industry stood 887,000 above its December 2007 prerecession peak. During its employment recovery and
expansion that began in January 2010, food services and drinking places contributed approximately 80 percent of the

employment gain in leisure and hospitality.

In 2013, food services added 341,000 jobs. Full-service and limited-service restaurants have been the two major drivers of job
growth within food services and drinking places. The job gains in these industries in 2013 coincided with strong sales in food

services and drinking places over the same 12-month period (see figure 5).

Figure 5. Food services and drinking places employment compared with food
services and drinking places sales, seasonally adjusted, January 2000-
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Food sales imillions of real

Employment (thousands) dollars, 1982-1984 = 100)
10,750 - 22000
10,200 20,000
9650 . . 18000

Inflaticn-adjusted
food sales
9,100 16,000
8,550 14,000
Food services and drinking places
employment

8,000 L L L L L L 12000
lan 2000 lan X002 lan 2004 lan X006 lan X008 lan 2010 lan 2012

Motes Shaded areas represent recessions as determined by the Mational Bureau of Economic
Fes=arch. Food sales were deflated using the Consumer Price Index.

Sources L5 Census Bureau and LL5 Bureau of Labaor Statistics

Arts, entertainment, and recreation, adding 86,000 jobs in 2013, also contributed to the leisure and hospitality employment
gain over the year. While the increase was smaller in magnitude than the annual job gain in food service, it represented
relatively faster growth at 4.3 percent—an acceleration over the prior year’s 3.1-percent growth. Amusements, gambling, and
recreation contributed 63,000 jobs to the 2013 increase.

Retail trade added 345,000 jobs over the year—more than double the jobs added in 2012. By December 2013, the industry
had recovered 75 percent, or 937,000 of the 1.3 million jobs lost between November 2007 and December 2009. Similar to
employment and sales in food services and drinking places, employment trends in retail trade coincide with sales growth in the

industry (see figure 6).°
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Figure 6. Retail employment compared with retail sales, seasonally adjusted,
January 2000-December 2012
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Within retail trade, food and beverage stores contributed the largest number of jobs over the year, 86,000. As 2013 came to a
close, employment in food and beverage stores had expanded to 101,000 above its March 2008 peak. Furthermore, job growth

in food stores accelerated each year since employment started to recover in 2010.
General merchandise stores added 64,000 jobs in 2013, following a loss of 83,000 jobs in 2012.

Although their increases were smaller in magnitude, motor vehicle and parts dealers; building material and garden supply
stores; and sporting goods, hobby, book, and music stores saw stronger employment gains in 2013, adding 64,000, 39,000, and
35,000 jobs, respectively. The employment increase in motor vehicles and parts dealers coincided with a strong 6.5-percent

over-the-year sales increase in motor vehicles and parts dealers.’

Clothing and clothing accessories stores and miscellaneous store retailers both trended downward in 2013.

Construction employment recovery continues

During the collapse of the housing market, construction was the first industry sector to see sustained job losses leading into the
20072009 recession. Employment in the industry peaked in April 2006 and then declined until January 2011. Construction
lost 2.3 million jobs during this period—nearly one-third of its total employment. Employment growth in construction

increased by 2.7 percent in 2013, compared with increases of 2.0 percent in 2012 and 2.6 percent in 2011.

From January 2011 through December 2013, construction regained 444,000 or 19.4 percent of the jobs it had lost during the
industry’s employment downturn. Over half of the recovered jobs were among specialty trade contractors and were split nearly

evenly between the residential and nonresidential components.
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In 2013, construction contributed 156,000 jobs to total nonfarm employment. The largest portion of the 2013 construction
employment gain came from residential specialty trade contractors (+74,000). Construction of buildings added 56,000 jobs,
which were concentrated in residential construction (+42,000). Employment in nonresidential construction industries edged up

by 37,000 over the year, while employment remained essentially flat in heavy and civil engineering construction (+3,000).

Employment rose by 5.5 percent in residential construction industries in 2013; this growth was more than double the rate for
2012. The stronger growth in residential construction employment coincided with improvement in other economic indicators
for the industry. New home construction starts reached their highest level in nearly 6 years in December 2013, while the Hous-
ing Market Index, which tracks builder confidence in the market for newly built, single-family homes, increased 10
percentage points, reaching its highest level in over 7 years in August 2013.% Residential construction spending increased
greatly over the year—18.3 percent—compared with an 8.0-percent over-the-year increase in total private construction

spending.’ The positive residential construction indicators coincided with employment growth accelerating in wood product
manufacturing, an industry that primarily produces wood materials used in construction projects.

Expansion continues in mining employment

Mining contributed 31,000 jobs to total nonfarm employment over the year. Employment growth in the industry increased by
3.6 percent in 2013, up from 2.3 percent the prior year. Within the industry sector, essentially all of the job gain occurred in

support activities for mining (+21,000) and oil and gas extraction (+12,000).

Slowing job growth in health care and social assistance

Employment growth in health care slowed to 1.4 percent over the year, compared with a 1.9-percent increase in 2012. Real
personal health care expenditures increased by 2.2 percent in 2013, similar to expenditures in the prior year.'® Employment
trends among the health care industries varied, with job growth slowing in hospitals and accelerating in ambulatory health care

services (see figure 7).
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Figure 7. Indexes of employment in health care services, seasonally adjusted,
January 2009-December 2012
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Within the health care industries, hospitals experienced the most marked change in employment trend over the year. Hospital
employment peaked in April 2013 and then started to decline, resulting in zero net change over the year. The downward
employment trend in the industry coincides with an increasing deficit between hospital insurance income and hospital

insurance cost rates, as calculated by the Centers for Medicare and Medicaid Services.!!

Ambulatory health care services continued to add jobs in 2013. Employment gains averaged 15,000 per month, the same as in
2012. Within ambulatory care, offices of physicians, outpatient care centers, and home health care services accounted for 78
percent of the employment gain. Over-the-year job growth accelerated in the latter two industries compared with 2012 but

decelerated in offices of physicians.

Nursing and residential care facilities employment rose by 26,000 over the year, but within the industry, nursing care facilities

continued to trend down. Since its employment peak in June 2011 through the end of 2013, the industry lost 26,000 jobs.

Social assistance employment also continued to grow in 2013; job gains totaled 104,000 over the year, compared with 201,000
jobs added in 2012. The majority of these gains occurred in services for the elderly and disabled, an industry that provides in-

home nonmedical assistance to elderly and disabled people.'?

Industries with moderate employment growth

Employment continued to trend up over the year in wholesale trade, transportation and warehousing, manufacturing, and
financial activities. Wholesale trade matched its 2012 employment growth rate, while employment growth decelerated in the

latter three industries in 2013.

Over the year, wholesale trade added 99,000 jobs, representing a 1.7-percent gain. Within the sector, durable goods
contributed nearly half of the job gain (+44,000), followed by electronic markets and agents and brokers, which added 33,000

10
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jobs over the year. Acceleration of job growth in electronic markets was offset by decelerating growth in the durable and

nondurable good components of wholesale trade.

Wholesale trade employment declined by 602,000, or 10.0 percent, from November 2007 to May 2010. By the end of 2013,
the industry had regained 59.3 percent of the jobs it had lost during its employment downturn.

Although manufacturing employment increased by 89,000, or 0.7 percent, over the year, the employment growth rate was half
that of 2012. The bulk of the manufacturing employment gain in 2013 occurred in durable goods (+78,000), with motor
vehicles and parts manufacturing adding 46,000 jobs.

The annual job growth in motor vehicles and parts slowed by 2.2 percentage points in 2013 compared with 2012; however, the
5.3-percent increase in the industry’s employment over the year was more than twice that of total private employment (+2.1
percent). Employment growth in motor vehicle and parts manufacturing mirrored strong employment growth in motor

vehicles and parts dealers’ employment and sales in the United States.

Transportation and warehousing employment increased by 74,000 in 2013; however, job growth slowed to 1.7 percent from
2.9 percent in 2012. Couriers and messengers (+19,000) and truck transportation (+20,000) accounted for half of the

employment increase over the past year.

Financial activities employment continued its slow upward trend in 2013. The industry added 75,000 jobs over the year—a
1.0-percent gain. The over-the-year change was nearly all attributable to real estate (+39,000) and insurance carriers and
related activities (+32,000). Financial activities has recovered 227,000 of the 719,000 jobs lost between December 2006 and
February 2011.

Employment trends shifting in government
Government employment edged down by 34,000 over the year after declining by 58,000 in 2012.

Federal government employment declined by 78,000, or 2.8 percent, over the year. The majority of the loss occurred in federal
except U.S. Postal Service (—69,000), after 2 years of little change in this portion of federal government employment. This
trend coincided with an ongoing decrease in real consumption expenditures and gross investment by the federal government.'>
As the Postal Service continued to face financial difficulties, it implemented voluntary early retirement and replaced career

employees with noncareer employees.'* As a result, employment in the U.S. Postal Service continued to trend down (—
10,000), although the decrease was smaller than in prior years.

Conversely, in 2013, both state and local governments began to recover from their employment downturns. The changes in
employment trends mirrored similar trend changes in both consumption expenditures and gross investment by state and local
governments, which, in the second quarter of 2013, began to increase after a downward trend that had lasted more than 3

years. >

State government gained 39,000 jobs between an employment low in July 2013 and December 2013, with essentially all of the
gain occurring in state government education. State education, which includes state colleges and universities, was not strongly
affected by the most recent recession: state government education accounted for only 11,000 of the 189,000 public sector jobs

lost between state government’s employment’s all-time high in August 2008 and its most recent low in July 2013. The non-

education component of state government employment changed little in 2013.

1
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Local government employment also started to recover over the year, edging up by 39,000 jobs between an employment low in
March 2013 and December 2013; however, in contrast to state government employment, most of the change occurred in the
non-education portion. The education component of local government employment, which primarily consists of local public

school jobs, showed little net change from December 2012 to December 2013.

OVER THE YEAR, NONFARM PAYROLL EMPLOYMENT CONTINUED TO RECOVER after a severe downturn from
January 2008 through February 2010, thereby posting the lengthiest employment recovery in the history of the CES survey.
Professional and business services, food services and drinking places, retail trade, and health care continued as the major
contributors to job growth in 2013. Employment growth accelerated over the year in professional and business services, retail
trade, construction, and mining, while manufacturing, health care, financial activities, and transportation and warchousing
experienced slower job growth. In the public sector, federal government employment continued to trend down, while state and

local government employment started to recover.
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